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Fund Transactions 


The Government of Brazil has purchased $37,500,000 
from the International Monetary Fund. Prior to this 
transaction, Brazil had purchased from the Fund a total 
of $168,500,000 since April 1949, of which $56 million 
was in sterling and the rest in U.S. dollars. Brazil’s re- 
payments to the Fund during this period amounted to 
$130,987,000. 

The Government of Nicaragua has arranged a six- 
month $7.5 million stand-by~agréément with the Inter- 
national Monetary Fund. An earlier stand-by arrange- 


IBRD Loan to Austria 


The World Bank has approved a loan of DM 15 mil- 
lion (equivalent to about US$3.6 million), to help com- 
plete a 190,000-kilowatt hydroelectric project being built 
near the Lunersee in western Austria. Most of the power 
from Lunersee will be exported to the Ruhr and south- 
west Germany, and the remainder will be consumed in 
the Austrian provinces of Vorarlberg and Tyrol. 


The loan was made to the Vorarlberger Illwerke, a 
public power company with headquarters at Bregenz in 
Vorarlberg. This is the first World Bank loan in German 
marks; the marks to be used for the loan will be provided 
from the German capital subscription to the Bank. In 
June 1955 the Bank made a loan equivalent to $10 mil- 
lion for the Lunersee project, the total cost of which is 
now expected to be equivalent to $50 million, compared 
with the original estimate of $38.6 million. The present 
loan therefore brings the Bank’s total investment in the 
project to $13.6 million. The plant is expected to go into 
commercial operation in April 1958. 

The Bank’s loan is for a term of 22 years and bears 
interest of 534 per cent including the 1 per cent com- 
mission allocated to the Bank’s Special Reserve. Amor- 
tization will begin May 1, 1960. The loan is guaranteed 
by the Government of Austria. The Dresdner Bank of 
Frankfurt am Main is participating in the loan, without 
the World Bank’s guarantee, to the extent of DM 1,960,200, 
made up of the first three maturities, which fall due on 
May 1 and November 1, 1960 and May 1, 1961. This 
is the first participation by a West German commercial 
bank in a World Bank loan. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
October 4, 1957. 


ment, also for six months, was concluded by the Nica- 
raguan Government on November 16, 1956, in the amount 
of $3.75 million. Nicaragua purchased $1,877,000 under 
the arrangement in December 1956, and the equivalent of 
this amount was repurchased in May 1957. Nicaragua’s 
original quota in the Fund of $2 million was increased to 
$7.5 million in October 1956. 


Sources: International Monetary Fund, Press Releases, 


Washington, D.C., October 3 and 7, 1957. 


IBRD Bond Issue 


The International Bank for Reconstruction and De- 
velopment proposes to make an offering of $75 million 
of twenty-three year 454 per cent bonds. The issue will be 
sold through a nation-wide underwriting group under the 
joint management of Morgan Stanley & Co. and The 
First Boston Corporation. 

As in the two most recent issues in the U.S. market, 
the Bank, in addition to offering bonds for regular de- 
livery, will extend to certain institutional purchasers of 
bonds of this new issue the privilege of making delayed 
payments, giving them a selection of specified delivery 
dates between February 1, 1958 and November 1, 1960. 
This arrangement is expected to serve the dual purpose 
of coordinating a portion of the Bank’s borrowing with 
its disbursements and of making it possible for purchasers 
to arrange their payments to suit their individual pref- 
erences in the light of their own projected cash positions. 

The bonds will be nonredeemable for ten years. Dur- 
ing this ten-year period a purchase fund of equal monthly 
amounts aggregating 5 per cent per annum will operate 
to purchase bonds available in the open market. Begin- 
ning in 1967 a sinking fund will be in effect, calculated to 
retire 50 per cent of the issue by maturity. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
October 4, 1957. 


Europe 
EPU Settlements for August 1957 


The settlement operations of the European Payments 
Union for August 1957 covered a total of net surpluses 
or deficits of 366.6 million units of account (1 unit of 
account=US§$1), compared with net surpluses or deficits 
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of 248.7 million units in July; in June, net surpluses 
totaled 171.6 million units and net deficits 160.9 million 
units (the difference between total surpluses and total 
deficits representing the amount of interest paid to or by 
the Union and 10 million units paid to Belgium in final 
settlement of a special credit granted to the Union). The 
net surpluses or deficits of the EPU member countries 
for June, July, and August 1957 are shown in the accom- 
panying table. Creditor countries are presented in de- 
scending order and debtor countries in ascending order 
of their respective cumulative creditor or debtor positions 
vis-a-vis the EPU after completion of operations for 
August. 

The surplus of the Federal Republic of Germany and 
the deficits of the United Kingdom and the Netherlands 
increased considerably in August. The deficits of France 
and Belgium-Luxembourg were substantially smaller than 
in July; Switzerland, which had incurred a deficit in 
July, had a surplus in August; Italy’s surplus was larger 
than that in July; and Sweden and Denmark both had 
deficits, following surpluses in July. 


Net Surpluses (+) or Deficits (-) in EPU 
(In millions of units of account) 


June 
1957 


July Aug. 
1957 1957 
Creditor Countries 
Germany, Fed. Rep. 
Belgium-Luxembourg _. 
Netherlands 
Switzerland 
Sweden 
Austria 


+134.6 +180.3 +2808 
+5.1 -21.7 -5.5 
-—10.5 8.0 -106.3 
+6.8 -7.9 +17.7 
+46 +10.7 -9.0 
+145 4165 +123 


Debtor Countries 
Greece - 7 —0.8 ; -3.9 
Iceland 0.1 : — 
Portugal J —7.5 +0.9 
Norway 12s +0.4 +0.6 
Denmark is -2.6 : —5.6 
Turkey . . 4.3 -10.9 
Italy +5.6 +54.3 
United Kingdom —28.6 -177.8 
France | —106.6 —47.6 


Source: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, September 16, 
1957. 


U.K. Gold and Dollars 


The U.K. Treasury announced on October 2 that the 
gold and dollar reserves of the sterling area had fallen 
by $292 million in September, after a fall of $225 million 
in August: On September 30 they stood at $1,850 mil- 
lion, the lowest level since June 1952. The decline in 
September was the heaviest suffered by the reserves since 
June 1952. 

Although the reserves normally decline during the 
autumn months because of seasonal factors, the recent 
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heavy loss can be largely attributed to speculation against 
the pound. Of the fall of $292 million in September, 
$134 million was accounted for by a payment to the 
European Payments Union arising from transactions in 
August. In addition, $3 million was paid to creditors of 
the Union in bilateral settlement. No drawing was made 
on the Export-Import Bank. A further deficit of £62 mil- 
lion was incurred with the EPU, which will mean a pay- 
ment of $130 million to the Union in October. 

Since the rise in the bank rate and the announcement 
of the Government’s new economic measures on Septem- 
ber 19, the drain on reserves has been halted. The Treas- 
ury explained that the drain on reserves in the first three 
weeks of the month amounted to $295 million, which 
means that the reserves must have risen by $3 million 
in the last nine days of the month. In addition, less than 
£1 million of the EPU deficit of 262 ‘million was iticurred 
after September 21. 


Source: The Times, London, England, October 3, 1957. 
U.K. Production 


Industrial production in the United Kingdom has risen 
well above the 1956 level. After being stable up to May, 
output has been rising since then. The latest official esti- 
mates show that production in August, seasonally cor- 
rected, was 5 per cent higher than in August 1956. For 
the first eight months of 1957, the index averaged 137 
(1948 average—100), compared with 135 in the same 
period of 1956. 

The contribution of the motorcar industry to the ex- 
pansion is striking; production of passenger cars in Au- 
gust was running no less than 36 per cent above the 1956 
level. However, other industries also contributed to the 
over-all increase. Increases of at least 5 per cent each 
were reported for output of cotton yarn, synthetic fibers, 
electricity, crude steel, cement, and sulphuric acid. Crude 
steel output, in fact, increased by 9 per cent and cotton 
yarn output by 11 per cent. 

Source: The Times, London, England; September 28, 
1957. 


Personal Savings in the United Kingdom 


Figures given in the blue book, National Income and 
Expenditure, 1957, published on September 9, show that 
personal savings in the United Kingdom in 1956 
amounted to £1,504 million, £450 million more than in 
1955. A rise in personal savings has been a phenomenon 
of the past five years. Before 1951, such savings barely 
reached £200 million a year. In 1956, they accounted for 
all of the increase in U.K. savings; the savings of pri- 
vate industry and of the public sector of the economy 
were not much different from those of the previous year. 
Personal savings now account for two fifths of total 
savings. 
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The increase in personal savings not only financed the 
increase of £110 million in net domestic investment; it 
also aceounted for the shift to a net surplus of £230 mil- 
lion in investment abroad, in contrast to the net disinvest- 
ment of £80 million in 1955. Asa percentage of national 
income, total net investment rose from 10.2 per cent in 
1955 to 12 per cent in 1956. Most of the increase is 
accounted for by the swing to net investment abroad; the 
increase in net domestic investment from 84 per cent to 
9 per cent of the national income was smaller than the 
rise achieved in 1955, when the investment boom was at 
its height. 

Source: The Times, London, England, September 9, 1957. 


Netherlands Government Budget 


» dn dais; introduatian to: the ,1958, budget-—-submitted to 
Parliament on September 17—the Minister of Finance 
stated that the Netherlands economy is still characterized 
by excessive demand, and that the measures taken in 
early 1957 to restrain demand (see this News Survey, 
Vol. IX, p. 280) may prove insufficient to restore equi- 
librium. Therefore, further reductions in government 
expenditure and increases in taxes are proposed in the 
1958 budget, and the prospective actual deficit is limited 
to the current savings available to the Treasury through 
postal savings and social security and civil service pension 
funds. All other savings will be available for the financ- 
ing of investment by private enterprises and for public 
works and debt consolidation by lower public authorities. 
Most categories of expenditure have been reduced by 
effecting economies, postponing certain investment proj- 
ects, and undertaking new tasks only where they are 
unavoidable (education, research, financing of house- 
building, etc.). The total expenditure for 1958 (f. 8,260 
million, equivalent to about US$2,155 million) will be 
approximately the same as for 1957 (f. 8,249 million), 
but it includes an appropriation for housebuilding ad- 
vances (f. 540 million) which was negligible (f. 6 mil- 
lion) ‘in the ‘budget for 1957. In view of the priority 
given to housebuilding and the desirability of avoiding 
further inflationary financing of such building by local 
authorities, the financing of houses for which permits 
are given after January 1, 1958 will be borne by the Cen- 
tral Government as far as it is not covered by the long- 
term loan contracted between municipalities and institu- 
tional investors (see this News Survey, Vol. X, p. 34). 
Tax revenue for 1958 is budgeted at f. 6,935 million, 
or f. 332 million more than the f. 6,603 million estimated 
for 1957. The 1958 estimate takes into account the addi- 
tional revenue of f. 107 million expected from the pro- 
posed increases in tax rates, i.e., in the property tax and 
the turnover taxes on cigarettes, television sets, automo- 
biles, motorcycles, and tires. The suspension of special 
tax facilities for investment has been extended for an- 
other year. Since a decrease from f. 1,052 million in 
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1957 to £. 710 million in 1958 is estimated for revenue 
from other than taxes (owing primarily to a reduction in 
the release of counterpart funds), the 1958 budget shows 
an over-all deficit of f. 615 million, compared with f. 594 
million for 1957. However, certain expenditures, espe- 
cially the advance for housebuilding, included in the 
1958 appropriations will be effected only partially in 
1958, and some appropriations will be carried over from 
1957. When these factors are taken into account, the 
Government estimates the cash deficit for 1958 at f. 405 
million. Since this can be financed entirely by savings 
currently accruing to the Treasury, recourse to borrowing 
from the market will not be necessary. 


Source: Miljoenennota 1958 (Government Memorandum 
Netherlands, 


on the 1958 Budget), The Hague, 
1957. , ; 


Swedish Shipbuilding 

New orders. received by Swedish shipyards in 1956 
totaled 1.8 million gross tons, and the large inflow has 
continued in 1957, according to a report by the Associa- 
tion of Swedish Shipyards. New orders in the first haif 
of 1957 totaled some 40 vessels aggregating 730,000 
gross tons, compared with 78 vessels of approximately 
750,000 gross tons in the same period last year. The new 
orders this year have been mainly for large tankers. Of 
the present orders at Swedish yards, totaling 3.5 million 
gross tons, 75 per cent represents tanker tonnage. The 
relative share of tanker tonnage in over-all orders has 
increased by 10 per cent since the beginning of 1956. 

During the first half of this year, 40 vessels aggregating 
292,000 gross tons have been launched at Swedish yards 
and 41 vessels totaling 310,000 gross tons have been de- 
livered. Among the new orders received are 5 tankers 
of 48,600 dead-weight tons each (2 of which may be 
converted to vessels of 65,000 tons) and 5 tankers of 
47,000 dead-weight tons each; there is also a preliminary 
order of 6 tankers of 65,000 dead-weight tons each. 

The inflow of orders and the fact that employment ‘is 
assured for several years ahead have induced the yards 
to start expansion programs on an exceptionally large 
scale. Working methods are being rationalized, but the 
shortage of skilled workers still remains a drawback. 
Source: Svenska Dagbladet, Stockholm, Sweden, Sep- 

tember 6, 1957. 


Liberalization of Imports in Finland 


The Finnish Ministry of Foreign Affairs has an- 
nounced that starting October 1 automatic licensing (see 
this News Survey, Vol. X, p. 116) will be introduced 
for Finnish imports from the Netherlands, Belgium- 
Luxembourg, the United Kingdom, Austria, Norway, 
Sweden, the Federal Republic of Germany, Switzerland, 
and Denmark, as ihese countries have guaranteed that 
they will extend OEEC liberalization to imports from 
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Finland and that the previously extended transferable 
payments arrangements will be maintained. The exten- 
sion of a similar system to Italy depends on the Italian 
reply to the representations of the Finnish authorities. 
Until the end of 1957, licensing of Finnish imports from 
France will be based on the current bilateral agreement. 
Source: Hujvudstadsbladet, Helsinki, Finland, October 1, 
1957. 


Emigration and the Labor Supply in Greece 


A report on the Greek economy in 1955-56, recently 
published by the Bank of Greece, states that in 1956 the 
number of emigrants was equal to 72 per cent of the 
number of new entrants into the active labor force. The 
proportion has risen from 22 per cent in 1951. 

The high percentage in 1956 was the result not only 
of an absolute increase in emigration but also of a cur- 
rently reduced supply of labor entering the market on 
account of the low birth rate in Greece during the early 
1940's. The percentage is expected to decline in the fu- 
ture as the labor supply is increased by the higher post- 
war birth rate. 

Source: Oikonomikos Tahidromos, Athens, Greece, Au- 
gust 29, 1957. 


Poland's Foreign Trade 


Poland’s exports in the first half of this year amounted 
to the equivalent of US$469 million, and imports to 
US$587 million. Exports were slightly lower than in the 
corresponding period of 1956, while imports increased 
considerably. 


Source: Trybuna Ludu, Warsaw, Poland, August 26, 
1957. 


Middle East 


Foreign Trade and Price Controls in Egypt 


Egypt's foreign trade showed a favorable balance of 
LE 5.2 million in the first five months of 1957, compared 
with a deficit of LE 6.7 million in the same period of 
1956. The improvement is due to the restriction of im- 
ports; the value of exports remained unchanged. The 
impact of import restrictions was mainly on capital 
goods whose share in total imports decreased from 56.4 
per cent in January-May 1956 to 42.8 per cent in the 
same period in 1957. On the other hand, imports of 
essential consumer and supply goods were increased from 
17.9 per cent of total imports to 34.7 per cent, in order 
to prevent a sharp rise in the cost of living index. On 
September 21, the Egyptian Government announced that 
it will set up a special fund to stabilize the prices of some 
essential commodities, including sugar, oil, kerosene, 
bread, and cottonseed. The fund will be fed from the 
profits of all state-transacted imports and exports, which 
are estimated at LE 9 million annually. Price ceilings 
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will be fixed for these essential commodities, and the 
fund will be used for subsidies whenever prices tend to 
rise above the ceilings. 


Source: Middle East Economic Digest, London, England, 
September 27, 1957. 


Sudan Cotton Sales 


The problem of the disposal of the 1956-57 cotton crop 
of the Sudan remains acute. Unsold stocks are estimated 
at about three fourths of a bumper crop of about 2.5 
million kantars (1 kantar=99.05 pounds). The Gezira 
Board has disposed of only 10 per cent of its stocks, 
while private producers who accepted prices well below 
the minimum reserve prices of the Board have disposed 
of about one half of their stocks. This contrasts with the 
record of last year, when by mid-September over three 
fourths of the crop had already been sold. Although a 
number of cotton-selling missions have recently visited 
several European countries, no great increase in sales 
has resulted. The problem was discussed with represen- 
tatives of the British cotton industry during the Prime 
Minister’s recent visit to England, and at that time the 
question of the Gezira Board prices was raised. 

Source: Middle East Economic Digest, London, Eng- 
land, September 13, 1957. 


Far East 
Indian Import Policy 


Imports of over 100 consumer items will continue to 
be prohibited in India for the six-month period 
October 1957-March 1958, and, as in the third quarter 
of 1957, there will be no effective open general licenses 
(see this News Survey, Vol. X, p. 13). The ban on non- 
essential imports, imposed for three months from July 1, 
is thus maintained for another six months, “having regard 
to the insistent need to effect the maximum possible econ- 
omy in the country’s imports.” 

Tobacco manufactures, woolen fabrics, cycles, watches, 
fountain pens, crockery and glassware, cutlery, and razor 
blades continue to be on the prohibited list, which will 
also now include paper, bacon and ham, butter, cheese 
and condensed milk, canned fish, beer, cider and fer- 
mented spirits, cement, lead pencils, perfumes, leather, 
metal car polishes, electric plating polish, steel pens, 
duplicating stencils, hand-knitting wool, refrigerators, 
typewriters and their parts, boot and shoe manufacturing 
machinery, oil crushing and refining machinery, dupli- 
cators, cinema machinery, lifts, agricultural implements, 
electric cooking ranges, and tape recorders. Certain es- 
sential consumer goods, including food for infants, malted 
milk foods, and spices, will be made available on a quota 
basis only to established importing firms. Established 
importers of drugs and medicines have been requested 
to make bulk purchases and to arrange for local bottling 
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and packing. Imports of raw film will be curtailed by 
30 per cent, and of foreign cinematograph films by 50 
per cent. 

Quotas for industrial raw materials and component 
parts for certain approved industries will continue to be 
fixed ad hoc by the Ministry of Commerce and Industry. 
Provision has been made for the grant of actual user 
licenses for items such as cashew nuts, copra, coconut, 
palm oil, raw rubber, raw cotton, raw jute, rock phos- 
phate, woodpulp, and raw wool. 

Actual user licenses will also be granted to small-scale 
industries for imports of essential raw materials and ma- 
chinery and components. Quota licenses will be granted 
to established importers for raw materials of certain 
ancillary products required by indigenous industry. Li- 
censes will be granted on the basis of 12 months’ require- 
ments for certain items presenting peculiar difficulties in 
regard to procurement and shipment. For certain items 
of machinery previously imported but imports of which 
are not now permitted, licenses may be granted to estab- 
lished importers for the import of spare parts. Licenses 
may also be issued to actual users for emergency spares 
to forestall any breakdown in industries. 

During the third quarter of 1957, the Government of 
India issued import licenses valued at Rs 950 million 
(US$200 million), including Rs 130 million worth of 
iron and steel, compared with Rs 2,750 million ($578 
million) in the first half of 1957. The Reserve Bank of 
India’s sterling balances, however, declined by Rs 900 
million ($189 million) between July 5 and September 20, 
mainly because of the large volume of licenses out- 
standing. 

Sources: The Times and The Financial Times, London, 
England, October 1, 1957; The Washington Post 
and Times-Herald, Washington, D.C., October 1, 
1957. 


Life Insurance Business in India 


The volume of life insurance business transacted in 
India declined substantially in 1956, according to the 
interim report of the Life Insurance Corporation of India 
placed before the Lower House of Parliament on Au- 
gust 17 by the Minister of Finance. From a total of 
Rs 2.36 billion (US$496 million) of completed new 
business in 1954 and Rs 2.38 billion in 1955, the sum 
fell to Rs 1.88 billion in 1956. This figure, however, 
compares favorably with the 1953 figure of Rs 1.55 
billion. 

Among the reasons given for the decline in 1956, the 
year of nationalization, are the following: The introduc- 
tion and completion of new business was affected by the 
fact that the process of organizing the new Corporation’s 
divisional and branch offices had not been completed, 
owing to the inadequacy of technical and experienced 
staff at the various offices. Some of the branch offices 
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had not been fully established, and not all the personnel 
appointed to the new offices actually joined. Agents and 
other fieldworkers had not become accustomed to the 
new setup, and the office staff had not become familiar 
with the procedures introduced by the Corporation. 

Certain other factors also contributed to the smaller 
volume of new business in 1956, compared with 1954 
and 1955. For instance, owing to a substantial reduction 
in premium rates in 1954, a large number of policyholders 
took out new policies with a view to substituting them for 
their old policies. Although the extent of this substitu- 
tion is not known, a rough estimate is that it may have 
contributed to an increase of Rs 350 million in new 
business in each of the years 1954 and 1955. Secondly, 
in 1954 and 1955, some of the leading insurers wrote 
substantial business under staff insurance schemes. The 
business written under these schemes in 1955, before they 
were withdrawn in the latter part of the year, is esti- 
mated at about Rs 180 million. Thirdly, during 1954 and 
1955, owing to the Estate Duty legislation, there was a 
sudden influx of new business under Estate Duty policies 
and the Married Women’s Property Act policies. New 
business of this type in each of the two years was ap- 
proximately Rs 70 million, but by 1956 this initial 
demand had spent itself. 

Completed new business for the first six months of 
1957 amounted to Rs 735 million. From March 1957, 
when business began picking up, the rate of completion 
rose steadily, the figure for June being Rs 217 million, 
against Rs 126 million for March. With offices now work- 
ing under nearly normal conditions, it is expected that 
the corporation will be able to transact a substantial 
volume of business and to close the year with a satis- 
factory record. 

Source: The Statesman (Overseas Edition), Calcutta, 
India, August 24, 1957. 


Conservation of Ceylon’s Foreign Exchange 

Under new regulations, the release of foreign exchange 
for investment in shares of Ceylonese sterling companies 
that are registered in the United Kingdom is suspended 
for one year. The commercial banks are prohibited from 
granting any credit facilities for the purchase of estates 
of sterling companies. The Central Bank will have to 
consult the Finance Minister in cases where application 
is made to transfer abroad the proceeds of sales of 
estates. 

The period of anticipating transfers of capital assets 
by foreigners who plan to retire is reduced from two 
years to one. A ceiling of £7,500 per family unit has 
been fixed for the transfer by Ceylonese emigrants of 
their capital assets to any country in the sterling area. 
No exchange will be allowed for Ceylonese nationals to 
buy houses abroad. Exchange restrictions on remittances 
of insurance premiums are increased. 
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The commercial banks, following a directive from the 
Central Bank, have increased interest rates on money 
loaned for the import of luxury or nonessential goods, 
increased the margin for opening letters of credit for 
importing these goods, and drastically reduced the limits 
of accommodation in regard to some items. 

Sources: The Financial Times, London, England, Sep- 
tember 7 and 9, 1957. 


United States and Canada 
U.S. Gold Holdings 


As a result of transactions with the rest of the world, 
official gold holdings of the United States rose by $325 
million during the second quarter of 1957, The. increase 
resulted largely from gold purchases of $300 million 
from the International Monetary Fund to build up the 
Fund’s U.S, dollar balance for use in its lending activi- 
ties. During the first quarter of the year the United 
States had also bought $300 million in gold from the 
Fund. This heavy gold inflow in 1957 was largely re- 
sponsible for the increase of $864 million in U.S. gold 
holdings from foreign transactions during the fiscal year 
ended June 1957, In the previous year such transactions 
resulted in an increase of only $138 million. 

Source: The Wall Street Journal, New York, N.Y., Octo- 
ber 7, 1957. 


U.S. Budget for Fiscal Year 1958 


Despite Federal Government efforts to reduce expendi- 
tures, it is now estimated that spending during the fiscal 
year ending June 30, 1958 will reach $72 billion, accord- 
ing to the official midyear review of the federal budget. 
The present expenditure estimate is $200 million higher 
than was submitted in the January 1957 budget of the 
President. Revenues are now estimated at $100 million 
below the Jantiary estimate’ of $73.6 billion. As a result, 
the expected budget surplus has been reduced slightly to 
$1.5 billion. (See also this News Survey, Vol. IX, p. 221.) 

The rise in estimated expenditures js chiefly attributable 
to the sharply increased cost of servicing the national 
debt, larger expenditures for farm price supports, larger 
expenditures by the Export-Import Bank, increased min- 
eral purchases by the Government under old defense 
production expansion contracts, and increased appropria- 
tions for the Post Office made necessary by the refusal 
of the Congress to increase postal rates. However, these 
increases, which total about $2.3 billion, will be partially 
offset by reductions in estimated expenditures for the 
military foreign aid program and for certain agricul- 
tural subsidy programs. On the other hand, anticipated 
defense expenditures are still estimated at $38 billion, 
although Department of Defense expenditures have been 
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running above that figure during the first quarter of 
the current fiscal year. - 

While the surplus in the regular budget is expected to 
be a little smaller, the Administration now estimates that 
the cash budget will show a $3.1 billion surplus, slightly 
higher than was estimated in January. Cash budget ex- 
penditures, which include the outlays of the government 
trust funds, are estimated at $82.8 billion; cash receipts 
are expected to total $85.9 billion for, the current fiscal 
year. 

Sources: The Wall Street Journal and The Journal of 
Commerce, New York, N.Y., October 2, 1957. 


U.S. Cotton Trade 


U.S. exports of cotton in the marketing year 1957-58 
are estimated. by the U.S..Department:of Agricultuve-at 
between 5 million and 6 million bales, which is less than 
the 7.6 million bales exported in 1956-57 but larger than 
exports in any other season since 1951-52. The 1957-58 
decline is indicated by an ‘expected fall in the rate of 
increase in world cotton consumption and by the fact 
that cotton inventories abroad have been rebuilt from 
earlier low levels. 

U.S. cotton export prices during July and August con- 
tinued below prices for comparable foreign cotton. This 
situation has prevailed generally since the competitive 
export program was instituted in August 1956. In the 
1955-56 season, U.S. spot market prices had been above 
foreign market prices of most comparable qualities, but 
since then prices for foreign cotton have increased more 
than prices for U.S. cotton. The U.S. export price in 
September 1957 was about 5 cents per pound below the 
announced support price for 1957 crop cotton. The price 
received by U.S. farmers in August was the highest in 
about two years. 

One factor in the higher price has been a decline in 
the U.S. carry-over of cotton, which was down to 11.2 
million bales on August 1; this was about the same as two 
years earlier, but 3.3 million bales less than in Au- 
gust 1956. Cotton held by the Commodity Credit Corpo- 
ration (CCC) amounted to 5.1 million bales on Septem- 
ber 13, nearly 50 per cent less than a year earlier. 

The U.S. Government has so far allotted about $227 
million to finance cotton exports in the fiscal year ending 
June 30, 1958. If completely used, these funds will 
finance the export of about 1.5 million bales of cotton, 
compared with government-financed exports of 2.7 mil- 
lion bales in fiscal 1957 and 1.5 million bales in the 
preceding year. However, additional funds may be made 
available before the end of the fiscal year. These data 
do not include CCC barter operations, which amounted 
to 950,000 bales in fiscal 1957 but which are expected to 
decline this year. 

U.S. cotton imports in 1956-57 totaled about 89,000 
bales, a decline of more than one third from 1955-56 








imports. This was due to the fact that about one half 

of the import quota for extra-long-staple cotton was filled 

from the domestic strategic stockpile. 

Source; Department of Agriculture, The Cotton Situa- 
tion, Washington, D.C., September 27, 1957. 


U.S. Cost of Living 


The index of consumer prices in the United States 
rose to a new high of 121.0 (1947-49 average=100) in 
August, compared with 120.8 in July of this year and 
116.8 in August 1956. The increase in food prices, which 
comprise 30 per cent of the over-all price index, ac- 
counted for most of the rise in August. The increase in 
the index will result in an increase of 2-3 cents per hour 
in wage rates in several industries operating under wage 
eacalaton contracts... However, the number. of .. workers 
affected is small, since the August rise in the index was 
in many cases less than the minimum increase required 
to raise wages under the terms of most labor union con- 
tracts that contain escalator clauses. 

Sources: The Wall Street Journal and The Journal of 


Commerce, New York, N.Y., September 25, 
1957. 


Canadian Production and Income 


The annual rate of $30.7 billion for Canada’s gross 
national product, seasonally adjusted, in the second quar- 
ter of 1957 was the same as the first quarter rate. This 
stability in the value figures was accompanied by a fur- 
ther advance in final prices; they rose during the quarter 
by almost 1 per cent. Thus, the leveling off in output 
which had been noted in the first quarter continued into 
the second quarter, and it contrasts with the strong up- 
ward trend which had characterized national output 
since mid-1954. 

The relative stability in the value of production was the 
result of mixed tendencies in the major expenditure cate- 
gories. Government expenditure increased about 5 per 
cent, while business investment in fixed plant and equip- 
ment increased about 3 per cent. Personal consumption 
showed little change as a drop in purchases of durable 
goods was almost offset by gains in outlays for nondur- 
ables and services. Although housing starts have risen 
sharply since the spring, actual housing construction out- 
lays showed a further decline in the second quarter, 
reflecting fewer completions. Exports of goods and serv- 
ices, which had changed little throughout most of 1956, 
were adversely affected in the second quarter of this year 
by a further decline in exports of agricultural products, 
particularly grains. There was also a falling off in the 
rate of inventory accumulation, as both trade groups and 
manufacturers added less to their holdings. 


In terms of output, the major gains were in the pri- 
mary. industries and construction; output in manufac- 
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turing fell by 3 per cent. The decline in manufacturing 
employment was more than offset by rising employment 
in other industries, and total employment in the nonfarm 
sector was 4 per cent higher than a year earlier. Owing 
to the unusually rapid growth of the labor force, how- 
ever, the number unemployed in the first half of 1957 
averaged 4.7 per cent of the labor force, compared with 
4.3 per cent a year earlier. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, September 18, 1957. 


Canadian Oil and Gas 


Production of crude petroleum in Canada has risen 
rapidly during the past year; in the first six months of 
1957, it totaled 95.1 million barrels, about 21 per cent 
more than in the first six months of 1956. Sales of nat- 
ural gas (including imported gas) amounted to 95.7 bil- 
lion cubic feet, about 16 per cent more than a year earlier. 

Production of crude petroleum in 1956 was equivalent 
to more than 65 per cent of domestic Canadian require- 
ments. Production capability was over 100 per cent of 
consumption, but actual output was limited by marketing 
factors, particularly transportation. It would cost more 
to bring oil from the western oilfields to Quebec and the 
Atlantic provinces than it now costs to ship it from Carih- 
bean and Middle Eastern sources. 


Sources: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, September 18, 1957; Winnipeg 
Free Press, Winnipeg, Canada, September 27, 
1957. 


Latin America 
Economic Conditions in Mexico 


President Ruiz Cortinez, in his annual message to 
Congress on economic developments in Mexico during 
the fiscal year ended August 31, 1957, stated that gross 
national product (GNP) increased: in 1956 to 94 billiow 
pesos, from 84 billion in 1955, primarily because of the 
high investment ratio (15 per cent of GNP). After ad- 
justment for price increases, the annual rate of growth 
was 7 per cent, more than double the rate of growth of 
the population. The poor agricultural year in 1956 and 
unfavorable world market conditions for cotton prevented 
production and income from attaining the 10 per cent 
rate of growth that had been reached in 1955. The 
President stated that the policy of a balanced agricul- 
tural development program nevertheless continued to 
bring positive results in 1956. Mexico’s agricultural pro- 
duction was strengthened to the point where the expan- 
sion of agricultural income created a wider market, which 
in turn stimulated the expansion of industry. Industrial 
production increased by almost 10 per cent in 1956; 
construction activity, electric power output, and mining 
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production each rose by 12 per cent; and carloadings 
increased by 14 per cent. 


The President stated that, while Mexico is about 95 
per cent self-sufficient in basic foodstuffs, the degree of 
diversification in the export sector of the economy has 
increased. More than 17 products account for about 75 
per cent of the total value of exports, and the effects of 
fluctuations in external demand for certain of the main 
export products have thus been diminished. Moreover, 
domestic demand for locally produced raw materials is 
increasing. Domestic consumption now represents about 
38 per cent of the actual production of copper, whereas 
no copper was consumed in Mexico 15 years ago; and 
consumption of lead, which was 6 per cent of total pro- 
duction in 1939, today amounts to about 20 per cent. 


Total investment expenditure reached a new high of 
14 billion pesos in 1956, against 12 billion in 1955 and 
9.5 billion in 1954. In recent years, about 4.2 billion 
pesos has been invested annually by public authorities; 
of this total, 75 per cent has been financed from current 
revenue. Of the government investment of 4.7 billion 
pesos in 1956, 36 per cent was for transportation and 
communication, 20 per cent for electric power, and 14 
per cent for irrigation works. The President believes 
that, in order to maintain Mexico’s economic growth, an 
increasing proportion of GNP must be used for capital 
formation, and that the funds for this purpose must be 
obtained from private investors. To stimulate private 
investment, the Government has introduced such meas- 
ures as exemptions from certain taxes and credit to small 
industries. Of total loans of 3.8 billion pesos by National 
Financiera at the end of July 1957, 91 per cent were to 
industry—31 per cent to manufacturing, 27 per cent to 
transportation, communication, and other basic services, 
28 per cent to electric power, and 5 per cent to other basic 
industries. The credit received by the Government from 
the Export-Import Bank of Washington was allocated as 
follows: $23 million to improve the railway system, $16 
million to increase the capacity of the steel industry, $10 
million to purchase cattle, and $2 million to improve 
irrigation. Credits received from private banks in the 
United States and Europe totaled $53 million. Mexico’s 
total public debt on July 31, 1957 amounted to 8,970 
million pesos, of which domestic debt was 3,242 million 
pesos and foreign debt 5,728 million pesos. The public 
debt represents about 9.5 per cent of the gross national 
product. In the past year, the debt was reduced by 165 
million pesos. Government revenue in 1956, amounting to 
8 billion pesos, was 800 million pesos higher than in the 
previous year. In the first half of 1957, government rev- 
enues amounted to 4 billion pesos, some 70 million pesos 
higher than a year earlier, and the public debt was reduced 
by 234 million pesos. The government budget for the 
fiscal year ending August 31, 1958, approved by the 
Congress, is 7,577.9 million pesos. 





The total money supply, which amounted to 10,360 
million pesos at the end of July 1950, increased at an 
annual rate of about 11 per cent in 1957. Total credit 
outstanding on July 31, 1957 was 2,414 million pesos, or 
13 per cent, higher than on July 31, 1956. The value of 
exports in the year ended June 1957 was 13,553 million 
pesos, but imports exceeded exports by 697 million pesos. 
Raw materials and capital goods accounted for about 
82 per cent of total imports. 

Since the U.S. policy of disposing of cotton surpluses 
abroad brought about a price reduction and uncertainty 
in the world market, the Government of Mexico, to meet 
this situation, reduced the cotton export tax by 30 per 
cent; this resulted in a loss of about 116 million pesos 
in government revenue. As a temporary measure, the 
Government also established the requirement that certain 
restricted goods could be imported only in exchange for 
Mexican cotton. Despite lower receipts from cotton ex- 
ports, the uncertainties in the marketing of lead and zinc 
(since the U.S. Government has ceased to stockpile these 
two metals), and the possibility that restrictions will be 
imposed in the United States on imports of lead and zinc, 
the gold and foreign exchange reserves of the Bank of 
Mexico at the end of August 1957 were about the same 
as at the end of August 1956 (410 million pesos). 


Source: Excelsior, Mexico, D.F., September 2, 1957. 


Other Countries 
Credit Policy in the Federation of Rhodesia and Nyasaland 


Commercial banks in the Federation of Rhodesia and 
Nyasaland are required to maintain with the Bank of 
Rhodesia and Nyasaland certain percentages of their 
demand and time liabilities to the public. The amounts 
required are, at present, 8 per cent of demand liabilities 
and 3 per cent of time liabilities. On August 23, they 
totaled £9,209,770. 


Sources: Federal Government Gazette, Salisbury, Fed- 
eration of Rhodesia and Nyasaland, August 30, 
1957; Barclays Bank D.C.0., Overseas Review, 
London, England, September 1957. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 


quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 





